ER ﬁ Bundesministerium
MINGSTERE 8% 1 der Finanzen

.. . DE L'E
Ministero dell'Economia e DES ,5,%,?&2?5'5’ Direction générale
du Trésor

delle Finanze ET DE LA SOUVERAINETE
INDUSTRIELLE ET NUMERIQUE

Dipartimento del Tesoro
Direzione V
Ufficio 11

To John Berrigan
European Commission
Directorate-General for Financial Stability,

Financial Services and Capital Markets Union
and

c.c. Patricia Reilly

Head of Cabinet to Commissioner Mairead McGuinness
European Commission
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Dear Director-General, dear Sean,

The last legislative cycle has delivered strong achievements in the field of financial services,
particularly in banking. Thanks to the leadership and tireless efforts of your teams and the
constructive engagement of lawmakers, regulators, and industry stakeholders, we have seen the
adoption of robust frameworks aimed at bolstering the resilience of banks, thereby enhancing
financial stability, promoting transparency, combating money laundering and terrorist financing and

protecting consumers.

Many of these legislative achievements still require time and effort to be properly implemented, to
be fully integrated by the relevant stakeholders, and to yield the concrete results that we aimed for.
In order to allow for sufficient time and space to get this implementation right, but also to assess the
impact of the new measures, identify potential gaps, and introduce possible adjustments to further
finetune the frameworks, we should refrain from launching new large-scale initiatives in this field

in the short to medium term.

While focusing on effective implementation of recent legislative initiatives is essential, it is equally
important to put stronger emphasis on the competitiveness of the financial sector, particularly

banking, and its capacity to finance the economy. Recently, multiple initiatives have been put forth,



all sharing a unique common goal: reversing Europe’s declining competitiveness. The financial sector
should not be immune to this reflection. Even in this realm, the European Union should shift gears
and regain its capacity to compete in the global arena. The more competitive our banking systems,
including national champions, the better equipped they will be to finance key European goals,

including the twin transition, strategic autonomy, and the enhancement of our defence capabilities.

Among the various initiatives concerning the financial sector, we believe there is also the need to
finetune our banking regulatory framework, in view not only of ensuring a level-playing field at the
international level, but also of making it more balanced, risk-sensitive, effective, and proportionate.
In this context, there are at least six areas on which we would like to draw the attention of the

Commission, at the dawn of this new legislative cycle:

1) The need to ensure a level playing field vis-a-vis other major jurisdictions within the micro-
prudential framework, both in terms of timing of implementation and in terms of substance
and operational burden, and, namely, in applying the fundamental review of the trading book
and the net stable funding ratio requirements (especially for the treatment of secured financing

transactions, in particular in level 1 assets)'.

2) The need to ensure that level 2 and level 3 acts (RTS, ITS and guidelines) published by the
European Banking Authority remain sufficiently proportionate and risk-sensitive, and
entirely coherent with the outcome of the legislative process and with the Level 1 texts,
without going beyond what is strictly necessary (in view also of the practices adopted at

international level and in other jurisdictions)?.

3) The importance of identifying areas for simplification, in order to streamline processes,
cutting red-tape and fostering greater efficiency even within the banking prudential and
supervisory framework, with the ultimate goal of easing the administrative burden for the

banking industry and to add flexibility to our rulemaking.

! In particular, we believe the European Commission should not only adopt the delegated act provided by Art. 461a(2)
CRR3 to postpone the entry into force of the new framework (to the extent necessary and especially for IMA banks), but
also prepare to adopt a legislative proposal in case the United States decides (as expected) to diverge significantly from
the Basel standards. Nonetheless, in view of reducing the burden for European banks, the Commission should also
consider reviewing the proposed DA to allow standard banks to employ the new FRTB Sa. Moreover, we believe the
European Commission should consider extending (at least partially) the transitional period provided for in Art. 510 CRR3
by means of an ad hoc legislative proposal, to be finalized before the end of the transitional period.

2 We are referring, for instance, to: the draft EBA RTS on prudent valuation; the draft EBA guidelines on ADCs exposures;
the draft EBA guidelines on the application of the definition of default; the draft EBA RTS on off-balance sheet items
under the standardised approach of credit risk; the draft EBA ITS on disclosure. We should also give particular attention
to the P2R measures, as framed also via the EBA guidelines, that should ensure there is no double counting with the
output floor and other key additions of the prudential framework introduced by the last banking package.
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4) We share the position expressed by the European Council and the Eurogroup concerning the
securitization market. In the context of advancing the Capital Markets Union, securitization
should be revitalised, as a first step through a targeted review of the applicable prudential

framework? and as a second step through the promotion of platform solutions®.

5) Moreover, climate and transition risks should be addressed in a coherent and more realistic
manner. To this end, we should provide for a suitable framework that is also fit for the purpose
of promoting a gradual transition of enterprises while ensuring a level playing field. For
instance, a first step could be to evaluate and review the green asset ratio regime applicable to
financial institutions. At the moment, especially exposures to SMEs, international activities

and derivatives, among others can lead to distorted green asset ratios.

6) Finally, we appreciate the Commission's ongoing efforts to review the macroprudential
framework for credit institutions in the EU. We support working on enhancing consistency in
the use of existing tools, while the framework needs to be flexible enough to consider country-
specific characteristics and policies, where justified. At the same time, in this review, we
should give due consideration to the need to preserve the competitiveness of our banking

system and to ensure a level playing field.

In parallel, one topic deserves to be treated separately. The Capital Requirements Regulation (as
amended by Reg. (EU) 2024/1623) mandates the Commission to review the overall situation of the
banking system in the single market and to present a report to the European Parliament and Council
by the end of 2028. This report could represent a crucial moment for the Union to take stock of what

has been achieved and to reflect on the journey ahead and on future challenges.

In preparation for such report, we believe the Commission should take some preliminary steps,
including via an ad hoc interim report on the competitiveness of our banking industry (diagnosis
and recommendations) to be commissioned to a group of experts representing the main stakeholders
(industry, investors, academia, NGOs, etc.) and to be finalised long before the deadline (for instance
by mid-2025). Such report could help frame the discussion, identify the challenges and propose
recommendations for boosting not only the soundness of our internal market, but also its

competitiveness.

3 Namely, by reconsidering the levels of the non-neutrality factors ((p)-factor and risk-weight capital floors), simplifying
the process for assessing the significant risk transfer (in view of reducing the time length), proportionalizing the reporting
and disclosure requirements (especially for private deals), and making sure the STS criteria are fit for purpose.

4 Introducing such a platform/EU guarantee scheme, featured for example with a market fee, would help channelling
private funds towards some specific projects or areas of common interest (e.g., financing the twin transition), even on a
cross-border basis; would foster the level of standardization and increase the transparency; would reduce transaction costs,
without material impact on taxpayers and State/EU budgets.
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We hope the Commission could take into consideration our suggestions, and we stand ready to

contribute actively to promote the success of these and similar initiatives.

Yours Sincerely,

STAATSSEKRETAR IM LE DIRECTEUR GENERAL IL DIRETTORE GENERALE
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